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Title 24—Housing and Urban 
Development 


CHAPTER VIII—LOW-INCOME HOUS- 
ING, DEPARTMENT OF HOUSING 
AND URBAN DEVELOPMENT 


{Docket No. R-78-479, R-78-480, R-78-481 
and R-78-482] 


PART 880—SECTION 8 HOUSING AS- 
SISTANCE PAYMENTS PROGRAM— 
NEW CONSTRUCTION 


PART 681—SECTION 8 HOUSING AS- 
SISTANCE PAYMENTS PROGRAM— 
’ SUBSTANTIAL REHABILITATION 


PART 883—SECTION 8 HOUSING AS- 
SISTANCE PAYMENTS PROGRAM— 
HOUSING FINANCE AND DEVEL- 
OPMENT AGENCIES AND NEW 
CONSTRUCTION SET-ASIDE FOR 
SECTION 515 RURAL RENTAL 
HOUSING PROJECTS 


Debt Service Vacancy Payments 


AGENCY: Department of Housing 
and Urban Development (HUD). 


ACTION: Final rule. 


SUMMARY: This final rule amends 
the Section 8, New Construction, Sub- 


stantial Rehabilitation, Farmers Home - 


Administration Section 515, Loan Pro- 
gram and Housing Finance and Devel- 
opment Agencies Program regulations 
to: (1) Make 1-year debt service vacan- 
cy payments available to all HUD-in- 
sured projects and (2) allow owners 
who had received a commitment for 
permanent financing before December 
15, 1976, to qualify for these pay- 
ments. 


EFFECTIVE DATE: August 1, 1978. 


FOR FURTHER INFORMATION 
CONTACT: 


Patricia Arnaudo, Deputy Director, 
Project Management Division, 
Office of Assisted Housing Manage- 
ment, Department of Housing and 
Urban Development, Room 6248, 451 


Seventh Street SW., Washington, 


D.C. 20410, 202-755-6460. (This is 
not a toll-free number.) 


SUPPLEMENTARY INFORMATION: 
On November 3, 1977 (at 42 FR 57632), 
the Department published rules pro- 
posing to delete the restriction that 
payments for vacant units up to the 
amount of debt service may not be 
made in projects insured under the 
National Housing Act (except under 
section 244). While the proposed rules 
for the debt-service vacancy payments 
provisions were published together 
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with the proposed rules for the securi- 
ty deposit provisions, the final rules 
are being published separately. 

This amendment to the debt-service 
vacancy payments provision is applica- 
ble to Section 8, New Construction, 


' Substantial Rehabilitation and Hous- 


ing Finance and Development Agen- 
cies Programs (sections 880.107(d), 
881.107(d) and 883.204(d)). Proposed 
amendments to the Section 8, Farmers 
Home Administration and Section 515, 
Loan Program (section 883.706(d)), 
were not published for comment ‘on 
November 3, 1977, due to an oversight. 
Since the changes are minor in nature 
or reflect a statutory change, HUD 
has determined that it is in the public 
interest to publish conforming 
changes for effect at this time to sec- 
tion 883.706(d) for efficient program 
operation. 


SUMMARY OF RULES PROPOSED ON 
NOVEMBER 3, 1977 


The Department proposed to delete 
the restriction that debt-service vacan- 
cy payments may not be made in pro- 
jects insured under the National Hous- 
ing Act (except under section 244) be- 
cause section 201(d) of the Housing 
and Community Development Act of 
1977 amended section 8(c)(4) of the 
U.S. Housing Act of 1937 to make 
available debt-service vacancy pay- 
ments in all HUD-insured projects, not 
just those insured under section 244. 
The rules also proposed to: amend 
these sections to. permit debt service 
vacancy payments even if the commit- 
ment for permanent financing was 
given before December 15, 1976. Final- 
ly, the sections were proposed to be 
amended to authorize the PHA or 
HFA, rather than HUD, to consider 
claims for payments by owners, in the 
case of private-owner/PHA or HFA 
projects. 


APPLICABILITY TO ALL HUD-INSURED 
PROJECTS 


The Department received six written 
comments in response to the proposed 
regulation. The comments supported 
making séction 8 debt service vacancy 
payments available in all HUD-insured 
projects and this proposed change has 
been adopted. 


DELETION OF THE EFFECTIVE DATE 
PROVISION 


Several commenters objected to the 
use of the December 15 qualifying 
date in sections 880.107(d4), 
881.107(d)(4), 883.204(d)(4) and 
883.706(d)(4) because of the difficulty 
in determining the exact date the com- 
mitment for permanent financing was 
obtained. Other comments indicated 
that the section 8 debt-service vacancy 
payments provision should apply to all 
projects without regard to the effec- 
tive date of the financing. The justifi- 


Y 


cation for not making the section 8 
debt service vacancy payments provi- 
sions available where the permanent 
financing was obtained prior to De- 
cember 15, 1976, was to reduce pro- 
gram expenditures. Projects with fi- 


-Mmancing by that date presumably do 


not require the further security of 
debt-service vacancy payments. 

However, in reconsidering this re- 
striction, the Department has deter- 
mined that the interests of having uni- 
form rules for all projects and simpli- 
fying administration to the program 
outweigh the amount of savings antici- 
pated, particularly since relatively few 
projects are subject to this restriction. 
Therefore, the Department is deleting 
sections 880.107(d)(4), 881.107(d)(4), 
883.204(d)(4) and 883.706(d)(4), there- 
by making the provisions applicable 
even if the commitment for the per- 
manent financing -was given before De- 
cember 15, 1976. 


PHA RESPONSIBILITY IN PRIVATE- 
OwneER/PHA or HFA PROJECTS 


The sections are also being amended 
to authorize the PHA or HFA, rather 
than HUD, to consider claims for pay- 
ments by the Owner, in the case of 
Private-Owner/PHA or HFA Projects. 


TECHNICAL CLARIFICATION 


Sections 880.107(d)(2)Giii), 881.107- 
(d)(2)¢iii), 883.204(d)(2)¢iii) and 
883.706(d)(2)(iii), as renumbered, have 
been rephrased for clarity to state 
that the amount of payments request- 


~ed may not exceed the amount needed 


to make up the deficiency. 

A finding of inapplicability respect- 
ing the National Environmental Act of 
1969 has been made in accordance 
with HUD procedures. A copy of this 
finding of inapplicability will be avail- 
able for public inspection during regu- 
iar business hours at the office of the 
Rules Docket Clerk, Office of the 
General Counsel, Room 5218, Depart- 
ment of Housing and Urban Develop- 
ment, 451 Seventh Street SW., Wash- 
ington, D.C. 20410. 

Accordingly, title 24 of the CFR is 
amended as follows: 

1. Sections 880.107(d), 881.107(d) and 
883.706(d) are revised to read as fol- 
lows; 


§§ 880.107, 881.107, 883.706 [Amended] 


Sections 880.107, 881.107 and 
883.706, Housing assistance payments 
to owners. 


(ad) Debt-service vacancy payments. 
(1) If a unit continues to be vacant 
after the 60-day period specified in 
paragraph (b) or (c) of this section, 
the owner may submit a claim to re- 
ceive additional housing assistance 
Payments on a semiannual basis with 
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respect to the vacant unit in an 
amount equal to the principal and in- 
terest payments required to amortize 
the portion of the debt attributable to 
that unit for the period of the vacan- 
cy, whether the vacancy. commenced 
during rent-up or after rent-up. 

(2) Additional payments under this 
paragraph (d) for any unit shall not be 
for more than 12 months for any va- 
cancy period, and shall be made only 
if: 


(i) The unit was in decent, safe and 
sanitary condition during the vacancy 
period for which payments § are 
claimed. 

(ii) The Owner has taken and is con- 
tinuing to take the actions specified in 
paragraphs (b) (1), (2) and (3) or para- 
graphs (c)(1) (i) and (ii) and (c)(2) of 
this section, as appropriate. 

(iii) The owner has demonstrated, in 
connection with the semiannual claim 
on a form and in accordance wih the 
standards prescribed by HUD with re- 
spect to the period of the vacancy, 
that the project is not providing the 
owner with revenues at least equal to 
the. project costs incurred by the 
owner and that the amount of the 
payments requested is not in excess of 
the amount needed to make up the de- 
ficiency. 

(iv) The owner has submitted to 
HUD or the PHA, as appropriate, in 
connection with the semiannual claim, 
a statement with relevant supporting 
evidence that there is a reasonable 
prospect that the project can achieve 
financial soundness within a reason- 
able time. The statement shall indi- 
cate the causes of the deficiency; the 
corrective steps that have been and 
will be taken; and the time by which it 
is expected that the project revenues 
will at least equal project costs with- 
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out the additional payments provided 
under this paragraph. 

(3) HUD or the PHA, as appropriate, 
may deny any claim for additional 
payments or suspend or terminate 
payments if it determines that, based 
on the owner’s statement and other 
evidence, there is not a reasonable 
prospect that the project can achieve 
financial soundness within a reason- 
able time. 

2. Section 883.204(d) is revised to 
read as follows; 


§ 883.204 Housing assistance payments to 
owners. 


. * * * © 


(d) Debt-service vacancy payments. 
(1) If a unit continues to be vacant 
after the 60-day period specified in 
paragraph (b) or (c) of this section, 
the owner may submit a claim to re- 
ceive additional housing assistance 
payments on a semiannual basis with 
respect to the vacant unit in an 
amount equal to the principal and in- 
terest payments required to amortize 
the portion of the debt attributable to 
that unit for the period of the vacan- 
cy, whether the vacancy commenced 
during rent-up or after rent-up. 

(2) Additional payments under this 
paragraph (d) for any unit shall not be 
for more than 12 months for any va- 
cancy period and shall be made only 
if: 

(i) The unit was in decent, safe and 
sanitary condition during the vacancy 
period for which payments are 
claimed. 

(ii) The owner has taken and is con- 
tinuing to take. the actions specified in 
paragraphs (b) (1), (2) and (3) or para- 
graphs (c)(1) (i) and (ii) and (c)(2) of 
this section, as appropriate. 
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(iii) The owner has demonstrated, in 
connection with the semiannual claim 
on a form and in accordance with the 
standard prescribd by HUD with re- 
spect to the period of the vacancy, 
that the project is not providing the 
owner with revenues at least equal to 
the project costs incurred by the 
owner and that the amount of the 
payments requested is not in excess of 
the amount needed to make up the de- 
ficiency. . : 

(iv) The owner has submitted to the 
HFA, in connection with the semian- 
nual claim, a statement with relevant 
supporting evidence that there is a 
reasonable prospect that the project 
can achieve financial soundness within 
a reasonable time. The statement shall 
indicate the causes of the deficiency; 
theecorrective steps that have been 
and will be taken; and the time by 
which it is expected that the project 
revenues will at least equal project 
costs without the additional payments 
provided under this paragraph. 

(3) The HFA may deny any claim for 
additional payments or suspend or ter- 
minate payments if it determines that, 
based on the owner’s statement and 
other evidence, there is not. a reason- 
able prospect that the project can 
achieve financial soundness within a 
reasonable time. 


* * = > = 
AutuHority: Sec. 7(d) Department of HUD 
Act (42 U.S.C. 3535(d)); Sec. 5(b), United 


States Housing Act of 1937 (42 U.S.C. 
1437c(b)). 


Issued at Washington, D.C., July 21, 
1978. 


LAWRENCE B. SImons, 
Assistant Secretary for Housing, 
Federal Housing Commissioner. 


(FR Doc. 78-21149 Filed 7-31-78; 8:45 am] 
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